It is well recognized in literature that countries having a better export performance also enjoying the better economic growth and vice versa. Above said statement raises a striking question; is the economic growth (GDP) and exports having strong linkages? The aim of present study is to test the above said question at regional level exports, especially in context of Pakistan's exports to South Asian Association for Regional Cooperation (SAARC) to gauge the effectiveness of regional trade agreement. Study contributes literature in terms of regional level exports to test "economic growth and exports" relationship. Results revealed that Johansen cointegration test failed to affirm long run relationship between GDP and Pakistan's exports to SAARC, hence, short-term relationship exist. Granger causality revealed unidirectional nature of causality from GDP to Pakistan's exports to SAARC. The regulatory authorizes of developing nations should focus on the measures to improve their economic growth to gain the benefits from Regional Trade Agreements (RTAs).
INTRODUCTION
It has been commonly discussed amongst economists that International trade is considered as a major indicator for economic growth and export sector is an integral part of international trade (Ali & Talukder, 2009) . "International trade improves productivity by enhancing market size and enjoying economies of scale" (Smith, 1776) and it is considered as a main tool for the growth of a country (Ricardo, 1817 ). An amazing growth in agreements of economic integration since 1950 is a notable event (Baier, Bergstrand, & Egger, 2007) . There are approximately 511 Regional Trade Agreements (RTAs) which were either planned, in force or in negotiations in 2012 (WTO, 2012) . RTAs have positive and significant impact on intra-regional trade and bilateral trade (Baier, Bergstrand, & Egger, 2007) . The aim of this study is to explore the causal relationship between Pakistan's exports to SAARC and GDP of Pakistan as a measure of Pakistan economic growth.
The formation of RTAs is based on Article XXIV of General Agreement on Tariff and Trade (GAAT) which allows for the formation of RTAs or Customs Union (CU) by adopting some responsibilities (Espersen, 2011) , and SAARC is an example of regional economic integration which was established in 1985 based on RTAs. The idea about formation of regional cooperation namely SAARC was first developed in 1977 by president of Bangladesh. SAARC was formed by seven economies namely; Pakistan, Sri Lanka, India, Bangladesh, Maldives, Nepal and Bhutan. Afghanistan became a part of regional organization later on in 2007 (SAARC, 2011).
Pakistan is second major country within SAARC after India. During the period of 1988-2010, Pakistan's total exports raised from 4,475.3 to 19,291 million dollar having an empirical studies of Shirazi & Manap (2004) , Ullah et al. (2009 ), Safdari, Mahmoodi, & Mahmoodi (2011 ) and Alam (2011 .
Comparative Advantage theory provided foundation for the formation of RTAs in mid of last century (Ruffin, 2002) . According to the theory of CU or theory of RTAs, the formation of regional organization can improve nation's welfare (Siddique, 2007) . Thus, the inclusion of Variable namely; PETS and PIFS in present study is valuable to explore the export-led growth or linkage of economic growth and exports at regional level.
In empirical literature, sub-sector level exports or a minor part of total exports were also included in various studies. So, this we used variable namely "Pakistan's Exports to SAARC), as Alege (1993) explored causal link between economin growth and totla exports, in presence of variable namely "oil exports". The empirical study of Khan, Hasan, & Malik (1995) also checked causal link between exports and grwoth, in presence of variables namely; real manufacturing exports and real primary exports as additional variables in their model.
Collection of Data
Annual 
Statistical Techniques
Unit root in series has been investigated via implying Augmented Dickey Fuller (ADF) test, this test has been used to find unit root in the time series data of variable under consideration. This test is able to control the problem of autocorrelation by adding the lag terms as dependent variables. Cointegration between pairs of variables has been explored by employing OLS method on the linear combinations of variables. The existence of the long run link between the variables has been explored by Johansen co-interrogation test. Mostly, time series data are non-stationary at level but series achieves stationary condition at first difference. In cointegration test, Cointegration Regression and Stationarity of Residuals are two main methods to identify the long run relationship among variables. The existence of long run relationship between pair of variables depends on the stationarity of residuals at level. Finally, direction of causality among variables has been identified by employing the Granger causality test. Table 1 indicate that critical values at 1%, 5% and 10% are less than calculated values of ADF and values of probability are also greater than 0.05. Thus, study failed to reject null hypothesis of this test and concluded presence of unit root in series under consideration. It means that time series variables are not stationary at level.
Unit Root Investigation

TABLE 1 Augmented Dickey-Fuller (ADF) Test at Level
Note: "DW test" and "Prob." indicate the Durbin-Watson statistic and Probability respectively Figure 1 contains line graphs, which show the behavior of variables namely; PTE, PETS, GDP, PIFS, and PTI at level. The behavior of variables shows non-stationarity of variables at level with upward. Table 3 also shows results of ADF test on residuals, which were computed from linear combinations of variables under consideration via OLS method. Results of ADF test indicate that critical values at 1%, 5% and 10% are greater than calculated values of ADF. Thus, study rejects null hypothesis of this test and finds absence of unit root in series of residuals of variables under consideration and series of residuals are stationary at level and integrated of order one i.e. I (0). However, residuals series by regressing PTI on GDP have still problem of unit root but possibility exists for unidirectional movement from GDP to PTI. Table 4 shows the results of Johansen's Cointegration Test, which indicates that critical values at 5% are greater than the trace values. Thus, study rejects null hypothesis of this test and finds the absence of cointegration among variables under consideration in long run, but variables travel together in short run having a short run relationship rather than long run relationship. In case of GDP and PETS, a unidirectional nature of causality has been found and the causality runs from GDP to PETS, which indicates that an increase in PETS based on an increase in GDP. In case of PTI and PETS, a unidirectional nature of causality has also been found and the causality runs from PTI to PETS, which indicates that an increase in PETS based on an increase in PTI. In case of GDP and PTE, a bidirectional nature of causality has been found and the causality runs from GDP to PTE and vice versa, which indicates that an increase in GDP based on an increase in PTE and vice versa. In case of PETS and PIFS, a bidirectional nature of causality has also been found and the causality runs from PETS to PIFS and vice versa, which indicates that an increase in PETS based on an increase in PIFS and vice versa. In case of PETS and PTE, a unidirectional nature of causality has been found and the causality runs from PTE to PETS, which indicate that an increase in PETS based on an increase in PTE. However, in case of relationship of GDP with PTI and PIFS, nature of causality has not been found, which indicates that an increase in PTI and PIFS is not based on an increase in GDP and vice versa.
FIGURE 1 Line Graphs of GDP, PIFS, PETS, PTE, and PTI at Level
Results of Johansen's Cointegration Test
CONCLUSIONS AND RECOMMENDATIONS
The first null hypothesis has been rejected and concluded that, there is a significance relationship between Pakistan's exports to SAARC and GDP of Pakistan. Granger causality test confirmed unidirectional nature of causality, which runs from GDP to Pakistan's exports to SAARC. Present study failed to reject second null hypothesis but reject third null hypothesis and concluded that GDP does Granger cause Pakistan's exports to SAARC, which supported the growth-led hypothesis and theory of Customs Union at regional level. A bidirectional link has also been found between GDP and Pakistan's total exports. The nature of causality runs from Pakistan's total exports to GDP and vice versa. Present study is also in line with empirical studies of Alam (2011); Ullah et al. (2009); Omisakin (2009) and Shirazi & Manap (2004) , which supported the export led growth hypothesis. A unidirectional link has also been found between Pakistan's exports to SAARC and Pakistan's total imports. The causality runs from Pakistan's total imports to Pakistan's exports to SAARC, which supports the Endogenous Growth Theory. It has also been concluded that the enhancement of Pakistan's exports to SAARC depends on the reduction of technology gab. So, the government of Pakistan should also give attention on imports from developed nations for removing technology gap.
The government of Pakistan should take measures to enhance the economic growth and exports. The government of Pakistan should develop mindful policy to attract foreign investment and domestic investment, which will be valuable in terms of improving productivity, quality, technology and skill development, encouraging capacity building and cost competitiveness. The government should evaluate existing structure of export sector and encourage its relations with SAARC via application of a common approach. The government should invest in those areas of export sectors in which Pakistan has export potential in context of regional cooperation. The government of Pakistan should also arrange workshops and seminars on the significance of regional integration to widespread understanding of trade and the appropriate application on the agreement.
The identification of areas in Pakistan's exports sector having export potential to the SAARC countries will be fruitful for Pakistan's economic growth. Further, the identification of these areas will also leads to SAARC member countries prove to enhance the inter-SAARC trade.
